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SUBJECT: UNCTAD COMMON EUND NEGOTIATIONS - EC PREPARES OPTION PAPER 
REE: (A) BONN 389, (B) EC BRUSSELS 200, (C) 76 EC BRUSSELS 11377 

1. SUMMARY: EC COMMISSION AND PERMDEL OFFICIALS EXPECT THE 
CURRENT EC IMPASSE IN UNCTAD NEGOTIATIONS OF A COMMON FUND TO 
CONTINUE. AS A RESULT, MEMBER STATES WILL CONSIDER 

NEXT WEEK A NEW APPROACH: ADOPTING A POSITIVE BUT NON-COMMITTAL 
TONE AND ENCOURAGING THE G-77 TO EXAMINE THE FUND'S FEASIBILILY. 

THE COMMISSION STAFF IS CONSIDERING VARIOUS ALTERNATIVES TO THE 
FUND - STABEX, IME FINANCING AND A BANKING FACILITY. ONE OF 
THESE MIGHT BE PROPOSED AS A PART OF FINAL CIEC PACKAGE. 

END SUMMARY. 

2. EC COMMISSION AND PRMDEL OEFICIALS TELL US OF THEIR PLANS 
FOR THE FORTHCOMING UNCTAD NEGOTIATIONS ON A COMMON 
FUND FOR COMMODITIES. THE NIE ARE NOT EXPECTED TO 
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REACH AGREEMENT ON A COMMON FUND IN TIME FOR THE MARCH 
UNCTAD NEGOTIATIONS. INSTEAD, THE COMMISSION STAEF IS 
NOW SUGGESTINGTHAT THE EC TREAT THE NEGOTIATIONS 
PRIMARILY AS A POLITICAL PROBLEM WHICH NEEDS TO BE 
MANAGED SO AS TO AVOID A ROW WITH THE LDCS. 

THE EC SHOULD STRIVE TO BROADEN THE UNCTAD 
DISCUSSIONS IN HOPES OE REACHING AN ACCEPTABLE 
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FORMULA ON COMMODITY ARRANGEMENTS. THESE 
DISCUSSIONS COULD ALSO LAY THE GRONDWORK EOR A G-8 
INITIATIVE IN CIEC. 

3. THE STAEE, SUPPORTED AT LEAST BY THE UK PERMDEL, 
CONSEQUENTLY PROPOSES THAT EC ADOPT A POSITIVE TONE 
TOWARD THE FUND, BUT THAT IT ASK SEARCHING QUESTIONS 
TO POINT OUT THE IMPRACTICAL ASPECTS OF THE UNCTAD 
PROPOSAL. HOPEEULLY THE MARCH NEGOTIATIONS CAN BE 
SHORTENED AND THE G-77 WILL AGREE TO PUT OEF A 
DECISION ON THE EUND. THIS WOULD ALLOW TIME EOR THE 
CIEC G-8 TO CONSIDER VARIOUS ALTERNATIVES TO THE 
COMMON EUND. THE CIEC COULD THEN TAKE UP SOME OTHER 
EORM OE FINANCIAL SUPPORT FOR COMMODITIES. 

4. AS INDICATED IN REE A, COMMISSION AND UK PERMDEL 
OEFICIALS HAVE SEVERAL ALTERNATIVES IN MIND. THE 
STAEF HAS SUGGESTED ESTABLISHING A BANKING FACILITY 
WITHIN THE IBRD OR SOME OTHER IFI, WHICH WOULD PROVIDE 
LOANS TO EINANCE BUEEER STOCKS OE INTERNATION 
COMMODITY AGREEMENTS. THESE LOANS WOULD BE USED TO 
START UP STOCKS OR TO SUPPLEMENT AN AGREEMENT'S OWN 
RESOURCES IN TIME OE SPECIAL NEED. COMMISSION OFEICIALS 
ARE ALSO TAKING ANOTHER LOOK AT A WORLDWIDE SYSTEM TO 
STABILIZE LDC EXPORT EARNINGS (STABEX). SOME OEFICIALS 
FAVOR LIMITING SUCH A SYSTEM TO A NARROW GROUP OP 
COMMODITIES AND TO A PEW LDCS WHICH ARE HIGHLY DEPENDENT 
ON ONE OR TWO COMMODITIES. THE STAEF IS ALSO CONSIDERING 
EXPANDING THE IMF COMPENSATORY PINANCING FACILITY 
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AND TRUST EUND AND MODIPYING THESE PACILITIES TO MAKE 
THEM MORE ATTRACTIVE TO THE LDCS. FOR EXAMPLE, THE 
IMF MIGHT TAKE INTO ACCOUNT THE INCREASED COST OP LDC 
IMPORTS WHEN DETERMINING THE LEVEL OP PINANCING TO 
THE POOREST LDCS. THIS PINANCING MIGHT ALSO BE 
ACCOMPANIED BY MEASURES TO DIVERSIFY LDC PRODUCTION. 

5. AN EC WORKING GROUP WILL DISCUSS, ON JANUARYI7, 

VARIOUS PROPOSALS FOR THE JANUARY 24 UNCTAD PREPARATORY 
MEETING ON THE COMMON EUND. COMMISSION OFEICIALS HOPE 

TO OBTAIN SUFPICIENT MEMBER STATE AGREEMENT ON A GENERAL 
STRATEGY EOR THE NEGOTIATIONS THAT THE EC WILL NO LONGER 
BE A HINDRANCE TO GROUP B PREPARATION. INSTEAD, 

COMMISSION OPPICIALS WOULD LIKE TO WORK WITHIN 
GROUP B TO STEER DISCUSSIONS IN A CONSTRUCTIVE 
DIRECTION. THEY PLAN TO PREPARE A NUMBER OF 
QUESTIONS AND COMMENTS EOR GROUP B TO RAISE.HINTON 


Margaret P. Grafeid Deciassified/Reieased US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


LIMITED OFFICIAL USE 


NNN 


Margaret P. Grafeid Deciassified/Reieased US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


Message Attributes 


Automatic Decaptioning: X 
Capture Date: 01 -Jan-1 994 12:00:00 am 
Channei indicators: n/a 
Current Classification: UNCLASSIFIED 

Concepts: FUND ALLOTMENT, COMMODITIES, NEGOTIATIONS 

Control Number: n/a 
Copy: SINGLE 

Sent Date: 11 -Jan-1 977 12:00:00 am 
Decaption Date: 01 -Jan-1 960 12:00:00 am 

Decaption Note: 

Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 22 May 2009 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1977ECBRU00243 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: N/A 

Errors: N/A 

Expiration: 

Film Number: D770033-0928, D77001 1-0778 

Format: TEL 
From: EC BRUSSELS 
Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1977/newtext/t1 97701 64/aaaacduw.tel 

Line Count: 114 
Litigation Code IDs: 

Litigation Codes: 

Litigation History: 

Locator: TEXT ON-LINE, ON MICROFILM 
Message ID: ae1e2fdb-c288-dd11-92da-001cc4696bcc 
Office: ACTION EUR 

Original Classification: LIMITED OFFICIAL USE 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 3 

Previous Channel Indicators: n/a 

Previous Classification: LIMITED OFFICIAL USE 

Previous Handling Restrictions: n/a 

Reference: 77 BONN 389, 77 EC BRUSSELS 200, 76 EC BRUSSELS 1 1377 

Retention: 0 

Review Action: RELEASED, APPROVED 
Review Content Flags: 

Review Date: 22-Nov-2004 12:00:00 am 
Review Event: 

Review Exemptions: n/a 
Review Media Identifier: 

Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
SAS ID: 3627841 
Secure: OPEN 
Status: NATIVE 

Subject: UNCTAD COMMON FUND NEGOTIATIONS - EC PREPARES OPTION PAPER 
TAGS: ETRD, EMIN, EEC, UNCTAD 
To: STATE 
Type: TE 

vdkvgwkey: odbc://SAS/SAS.dbo.SAS_Docs/ae1 e2fdb-c288-dd1 1 -92da-001 cc4696bcc 
Review Markings: 

Margaret P. Grafeld 
Declassified/Released 
US Department of State 
EO Systematic Review 
22 May 2009 

Markings: Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



